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§ 20. A word may be added about another type of com-
pensation, where the need for compensation — if need is
admitted — arises out of government action, though not out
of government commandeering. After a currency catastrophe,
such as took place in Germany and elsewhere in the aftermath
of the 1914-18 war, after the rush of a galloping inflation
has been stopped, the country affected is bound to find itself
with its original monetary unit worth a great deal less in
terms of commodities than it used to be worth before the
catastrophe. It is open to the government to retain this old
monetary unit, as the French did with the franc ; to create
a new monetary unit with the same name as the old, decreeing
that all the old money in existence shall be convertible into it
at much less than face value, as the Germans did with the
mark ; or to create a new monetary unit with a new name,
such as the Austrian schilling, exchangeable against such-
and-such a quantity of the old money. In all these cases
holders of physical units of the old money are in the same
position. But, prima facie, contracts that were entered into
before or during the process of the catastrophe are affected
differently under the German from what they are under the
French or Austrian arrangements. For, whereas under those
two arrangements all values embodied in contracts are reduced
in real terms in the measure in which the value of the old
money is reduced, under the German plan, unless a law is
passed to the contrary, these values will only be reduced to
the extent, if any, to which the real value of the new money
unit is less than the value which the old unit of the same name
had when the contract was made. In fact, however, in the
most important case of this type of devaluation, namely that
of Germany, the old marks and contracts in terms of these
marks were put by the law on a common footing in relation
to the new stabilised mark. Thus, in all the post-war de-
valuations, whatever their detailed form, contracts in terms
of the old money have in fact been devalued along with the
money itself.
§ 21. Now, where one person has lent money to another at
a time when the real value of that money was high, but re-
ceives interest or a return of the principal of his debt in a
depreciated form, he has clearly suffered a grievance. Exactly
how serious his grievance is cannot be determined unless we

